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OATH OR AFFIRMATION

JAMES RAWDON swear or affirm that to the best of my knowledge and belief the

accompanying financial statements and supporting schedules pertaining to the firm of BILTMORE

INTERNATiONAL CORPORATiON as of DECEMBER 31 2008 are true and correct further swear

or affirm that neither the company nor any partner proprietor principal officer or director has any

proprietary interest in any account classified solely as that of customer except as follows

/Sig re

Title

Notary Public

NOTARY PUBLIC-STATE OF FLORIDA

Edward Kotch

Commission DD462973

Expires OCT 08 2009
Bonded Thn AUanc Bonding Co Inc
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Wolinetz Lafazan Company PC North Village Avenue

Rockville Centre

Certified Public Accountants New York 11570

516-536-0770

Fax 516-536-5753

www.wolafcpa.com

INDEPENDENT AUDITORS REPORT

Board of Directors

Biltmore International Corporation

We have audited the accompanying statement of financial condition of Biltmore International Corporation as

of December 31 2008 and the related statements of operations changes in stockholders equity changes

in subordinated accounts and cash flows for the year then ended that you are filing pursuant to rule 17a-5

under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements based

on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes consideration of

internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys

internal control over financial reporting Accordingly we express no such opinion An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

An audit also includes assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Biltmore International Corporation as of December 31 2008 and the results of its operations and

its cash flows for the year then ended in conformity with accounting principles generally accepted in the

United States of America

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Schedules and is presented for purposes of additional analysis and

is not required part of the basic financial statements but is supplementary information required by Rule

7a-5 under the Securities Exchange Act of 1934 These schedules are the responsibility of the Companys

management Such information has been subjected to the auditing procedures applied in the audit of the

basic financial statements and in our opinion is fairly stated in all material respects in relation to the basic

financial statements taken as whole

WOLINct ZAN COMPA P.C

Rockville Centre New York

February 2009

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

CENTER FOR PUBLIC COMPANY AUDIT FIRMS



BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

Cash and cash equivalents 400586

Receivable from clearing broker 2275520
Securities owned at market value 1741304

Property and equipment net 27550

Income taxes receivable 8500

Security deposits 12000

Total Assets 4465460

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 472183

Payable to clearing broker 967985

Securities sold not yet purchased at market value 773319

Total Liabilities 2213487

Commitments and Contingencies

Subordinated borrowings related party 1600000

Stockholders Equity

Common stock $1 par value authorized 100000 shares

issued and outstanding 20000 shares 20000

Additional paid-in capital 450000

Retained earnings 181973

Total Stockholders Equity 651973

Total Liabilities and Stockholders Equity 4465460

The accompanying notes are an integral part of the financial statements



BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2008

REVENUES

Principal transactions net 2402770
Interest 30446

Total Revenues 2433216

COSTS AND EXPENSES
Clearing and execution charges 195097

Communication and data processing 342710

Compensation officer/stockholder 180000

Employee compensation and benefits 1312363

Occupancy costs 82662

Regulatory fees 13049

Interest expense 170003

Other operating expenses 175447

Total Costs and Expenses 2471331

Loss Before Income Tax Expense 38115

Income Tax Expense 20188

NET LOSS 58303

The accompanying notes are an integral part of the financial statements



BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2008

Additional

Paid-In Retained

Common Stock Capital Earnings Total

BalanceBeginningofYear $20000 450000 240276 710276

Net Loss 58303 58303

Balance End of Year 20000 450000 181.973 651.973

The accompanying notes are an integral part of the financial statements



BILTMORE INTERNATIONAL CORPORATION

STATEMENT OF CHANGES IN SUBORDINATED ACCOUNTS
FOR THE YEAR ENDED DECEMBER 31 2008

Balance Beginning of Year 1700000

Repayments Related Party 100000

Balance End of Year 1.600.000

The accompanying notes are an integral part of the financial statements



BILTMORE INTERNATIONAL CORPORATION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2008

Cash Flows from Operating Activities

Net loss 58303

Adjustments to reconcile net loss to net

cash used by operating activities

Depreciation 6941

Decrease in deferred tax assets 31002

Decrease in deferred tax liabilities 10814

Changes in Operating Assets and Liabilities

Receivable from clearing broker 508900

Securities owned at market value 711965
Other assets 24853

Income taxes receivable 8500
Accounts payable and accrued expenses 210763

Payable to clearing broker 967985

Securities sold not yet purchased at market value 1012052
Income taxes payable 425 441967

Net Cash Used by Operating Activities 473141

Cash Flows from Investing Activities

Capital expenditures 7456

Net Cash Used by Investing Activities 7456

Cash Flows from Financing Activities

Decrease in Cash and Cash Equivalents 480597

Cash and Cash Equivalents Beginning of Year 881.183

Cash and Cash Equivalents End of Year 400.586

Supplemental Cash Flow Disclosures

Cash Paid for Interest 274.011

Cash Paid for Income Taxes 1.574

Supplemental Disclosure of Non-Cash Financing Activities

Repayment of Subordinated Borrowings with Secured Demand Note 100000

The accompanying notes are an integral part of the financial statements



BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements

NOTE Nature of Business and Summary of Significant Accounting Policies

Nature of Business

Biltmore International Corporation the Company is brokerage firm engaged primarily in

securities trading The Company is registered as broker-dealer with and is member of the Financial

Industry Regulatory Authority Inc FINRA The Company is engaged primarily in market-making and

securities trading

The Company operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the

Securities and Exchange Commission and accordingly is exempt from the remaining provisions of that Rule

Essentially the requirements of Paragraph k2ii provide that the Company clear all transactions on behalf

of customers on fully disclosed basis with clearing broker/dealer and promptly transmit all customer funds

and securities to the clearing broker/dealer The clearing broker/dealer carries all of the accounts of the

customers and maintains and preserves all related books and records as are customarily kept by clearing

broker/dealer

Use of Estimates

The preparation of financial statements in conformity with U.S generally accepted

accounting principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the

financial statements Actual results could differ from those estimates

Cash and Cash Equivalents

The Company considers all highly liquid investments with maturity of three months or less

at the time of purchase to be cash equivalents

Securities Owned and Securities Sold Not Yet Purchased

Securities owned and securities sold not yet purchased are stated at fair market value and

represent equity securities in which the Company acts as market maker and performs proprietary trading

Securities sold but not yet purchased represent obligations of the Company to deliver the

specified security at the contracted price liability is thereby created to purchase the security in the market

at prevailing prices Accordingly these transactions result in off-balance-sheet risk as the Companys
ultimate obligation to satisfy the sale of securities sold but not yet purchased may exceed the amount

recognized in the statement of operations

Depreciation

Property and equipment is stated at cost less accumulated depreciation Depreciation is

computed primarily by the straight-line method over the estimated useful lives of the related assets which

approximate three to seven years

Concentration of Credit Risks

The Company maintains its cash in bank deposit accounts which at times may exceed

federally insured limits



BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements

NOTE Nature of Business and Summary of Significant Accounting Policies Continued

Income Taxes

Effective January 2008 the Company with the consent of its stockholder has elected to

be taxed as an corporation under the Internal Revenue Code and New Jersey and New York State tax

codes In lieu of corporation income taxes the stockholders of an corporation are taxed on their

proportionate share of the Companys taxable income Therefore no provision or liability for federal or state

income taxes has been included in the accompanying financial statements

Revenue Recognition

The Company records proprietary and firm trading transactions on trade date basis The

Company is exposed to risk of loss on these transactions in the event client or broker fails to meet the terms

of their contracts in which case the Company may have to purchase or sell the positions at prevailing market

prices The Company records client transactions on trade date basis

NOTE Clearing Broker Receivables and Payables

Receivable from clearing broker consist of the following

Clearing broker deposits receivable 1911332
Receivable from clearing broker trading 364188

2275520

Payable to clearing broker represents net amounts owed on security positions

NOTE Property and Equipment

Property and equipment consists of the following

Furniture and Fixtures 35690

Computers and Office Equipment 73082

108772
Less Accumulated Depreciation 81222

27550

Depreciation expense for the year ended December 31 2008 was $6941

NOTE Subordinated Borrowings Related Party

Subordinated borrowings consist of the following

Subordinated loan agreement with the Companys President and sole stockholder in

the amount of $1000000 The loan agreement calls for interest at 10% per annum

and became effective December 31 2007 The loan matures December 31 2010

Interest expense on the loan was $100000 for the year ended December 31 2008

and accrued interest payable was $0 at December 31 2008
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BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements

NOTE Subordinated Borrowings Related Party Continued

The loan has been approved by the NASD now FINRA for inclusion in computing the

Companys net capital pursuant to the Rule Any subordinated debt can be repaid

only if after giving effect to such repayment the Company meets the SECs capital

regulations governing withdrawal of subordinated debt

Subordinated loan agreement with the Companys President and sole stockholder in

the amount of $600000 The loan agreement calls for interest at 10% per annum and

became effective December 29 2006 The loan matures December 29 2010 as

extended Interest expense on the loan was $60000 for the year ended December

31 2008 and accrued interest payable was $0 at December 31 2008

The loan has been approved by the NASD now FINRA for inclusion in computing the

Companys net capital pursuant to the Rule Any subordinated debt can be repaid

only if after giving effect to such repayment the Company meets the SECs capital

regulations governing withdrawal of subordinated debt

NOTE Regulatory Requirements

The Company is subject to the Uniform Net Capital Rule the Rule under the Securities

Exchange Act of 1934 Under this Rule the Company is required to maintain net capital as defined equal to

the greater of $100000 or $2500 for each stock it posts quote in that trades above $5 per share and

$1000 for each stock it posts quote in that trades at $5 or less per share up to $1000000 and net capital

ratio as defined of maximum of 1500% At December 31 2008 the Companys net capital was

$1774163 which exceeded its minimum net capital requirement by $774163 and its net capital ratio was

27%

NOTE Commitments and Contingencies

Lease Commitments

The Company leases its office space under noncancellable operating lease that

commenced November 2006 and terminates October 31 2011 The lease calls for payments of annual

base rent plus real estate taxes and other occupancy costs Approximate minimum annual rentals under this

lease are as follows

Year Ending December 31 Amount

2009 70000

2010 71000

2011 59000

$200000

Rent expense for the year ended December 31 2008 was approximately $83000

11



BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements

NOTE Profit Sharing Plan

The Company sponsors defined contribution 401k profit sharing plan the Plan that

covers substantially all employees Under the Plan the Company may make discretionary contribution

determined by the Board of Directors All employees are eligible to participate in the Plan based on meeting

certain age and term of employment requirements Contributions for the year ended December 31 2008

amounted to approximately $28000

NOTE Financial Instruments with Off-Balance Sheet Credit Risk

The Company maintains inventories in equity securities on both long and short basis

While long inventory positions represent the Companys ownership of securities short inventory positions

represent obligations of the Company to deliver specified securities at contracted price which may differ

from market prices prevailing at the time of completion of the transactions Accordingly both long and short

inventory positions may result in losses or gains to the Company as market values of securities fluctuate To

mitigate the risk of losses long and short positions are marked to market daily and are continuously

monitored by the Company

NOTE Income Tax Expense

Income tax expense consists of net deferred tax assets at December 31 2007 in the amount

of $20188 that have been written off in 2008 since the Company elected to be taxed as an Corporation

effective January 2008

12



SUPPLEMENTAL SCHEDULES
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SCHEDULE

BILTMORE INTERNATIONAL CORPORATION
COMPUTATION OF NET CAPITAL UNDER S.E.C RULE 15c3-1

DECEMBER 31 2008

CREDIT ITEMS
Total stockholders equity 651973

Subordinated liability 1600000
Total Credit Items 2251973

DEBIT ITEMS

Property and equipment net 27550

Income taxes receivable 8500

Security deposits 12000

Total Debit Items 48050

Net Capital Before Haircuts 2203923

Haircuts on Securities

Other securities 311895

Undue concentration 117865

Total Haircuts 429760

Net Capital 1774163

Less Minimum net capital requirement 1000000

Remainder Net capital in excess of all requirements 774163

Capital Ratio Maximum allowance 1500%

Aggregate Indebtedness 472183
27

Divided by Net Capital $1774163

Aggregate Indebtedness

Accounts payable and accrued expenses 472.183
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SCHEDULE

BILTMORE INTERNATIONAL CORPORATION
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL

DECEMBER 31 2008

Net capital per Companys unaudited X-17A-5 Part II Filing 1896423

Adjustments

Increase in accounts payable and accrued expenses 26153

Decrease in deferred tax liabilities 10814

Decrease in subordinated debt 100000
Increase in haircuts on securities 6921

Net capital per report pursuant to Rule 17a-5d 1.774163
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Board of Directors

Biltmore International Corporation

In planning and performing our audit of the financial statements of Biltmore International

Corporation the Company for the year ended December 31 2008 we considered its internal control

structure including procedures for safeguarding securities in order to determine our auditing procedures for

the purpose of expressing our opinion on the financial statements and not to provide assurance on the

internal control structure

Also as required by Rule 17a-5g of the Securities and Exchange Commission the
Commission we have made study of the practices and procedures including tests of compliance with

such practices and procedures followed by Biltmore International Corporation that we considered relevant

to the objectives stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness

and net capital under Rule 17a-3a II and in complying with the exemptive provisions of Rule 15c3-3

We did not review the practices and procedures followed by the Company in making the quarterly

securities examinations counts verifications and comparisons and the recordation of differences required

by Rule 17a-13 in complying with the requirements for prompt payment for securities under Section

of Regulation of the Board of Governors of the Federal Reserve System and in obtaining and

maintaining physical possession or control of all fully paid and excess margin securities of customers as

required by Rule 15c3-3 because the Company does not carry security accounts for customers or perform

custodial functions relating to customer securities

The management of the Company is responsible for establishing and maintaining an internal

control structure and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected benefits and

related costs of internal control structure policies and procedures and of the practices and procedures

referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the Commissions above mentioned objectives Two of the objectives of an internal

control structure and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with managements
authorization and recorded properly to permit preparation of financial statements in conformity with

generally accepted accounting principles Rule 17a-5 lists additional objectives of the practices and

procedures listed in the preceding paragraph
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Because of inherent limitations in any internal control structure or the practices and procedures

referred to above errors or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in conditions

or that the effectiveness of their design and operation may deteriorate

Our consideration of the internal control structure would not necessarily disclose all matters in the

internal control structure that might be material weaknesses under standards established by the American

Institute of Certified Public Accountants material weakness is condition in which the design or

operation of the specific internal control structure elements does not reduce to relatively low level the risk

that errors or fraud in amounts that would be material in relation to the financial statements being audited

may occur and not be detected within timely period by employees in the normal course of performing their

assigned functions However we noted no matters involving the internal control structure including

procedures to determining compliance with the exemption provision of Rule 15c3-3 that we consider to be

material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the Commission to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices and

procedures that do not accomplish such objectives in all material respects indicate material inadequacy
for such purposes Based on this understanding and on our study we believe that the Companys practices

and procedures were adequate at December 31 2008 to meet the Commissions objectives

This report recognizes that it is not practicable in an organization the size of Biltmore International

Corporation to achieve all the divisions of duties and cross-checks generally included in system of internal

accounting control and that alternatively greater reliance must be placed on surveillance by management

This report is intended solely for the use of the Board of Directors management the Securities

and Exchange Commission and other regulatory agencies which rely on Rule 17a -5g under the

Securities and Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to and should not be used for any other purposes or by anyone other than these specified parties

WOLINEZ AZAN COMPANY P.C

Rockville Centre New York

February 2009
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